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New York, August, 1916

No. 9

IAM sorry, very sorry, that I can other story. I arranged for Dick to have the
do nothing,” the General Man best end of a month for his honeymoon. Upon
ager dictated to his secretary. his return I pulled the wires so he was offered
“Thompson is bonded, and the the Cashier’s position in the Treasurer’s office
Directors must collect the at two thousand—mighty good job for a young
amount of the defalcation. I fellow, and right next to an important official.
'appreciate the fact that the
“After Dick went with the Treasurer I
bonding company will insist kept track of him only in a general way—knew
upon a rigorous prosecution, and that the pun he had worked up to three thousand, had two
ishment will fall heaviest upon his innocent fine kiddies, and lately had been driving a car.”
wife and children, but I am powerless to The G.M. paused.
avert the consequences of his wrong-doing.”
“Oh! yes,” replied the G.M. to a respectful in
The G.M. came to a dead
quiry by his Secretary, “I
stop in his dictation. He
have
investigated the reas
LEADING ARTICLES
placed his right elbow sol
ons— the same old story.
idly on the arm of his chair Darwin P. Kingsley, LL.D.,
Worked himself into a
and then rested his broad
place where he needed, or
L.H.D.
chin just as solidly in his
thought he needed, more
Biographical Sketch
right hand. In this position
money
than he had.
It
Page 139
he looked long and intently
seems that he played a lit
at his ink-well. Suddenly he
tle game of solitaire bor
Law Department
snapped “Sincerely yours,”
rowing—borrowed and paid
Pages 140-141
settled back in his chair and
back and then borrowed
lighted a cigar with the air
again all by himself with
Question and Answer
of a man who has found re
out
leave or license, until
Department
lief as the result of making
the
Auditor
caught him—a
Pages 142-143
a decision. After a few
fool’s game.”
meditative puffs, the G.M.,
Editorials
“It seems queer,” volun
more to himself than to his
teered the Secretary, “that
Pages 144-145
Secretary, began to speak.
Thompson
should
have
Personal Notes
“This thing certainly gets
proved to be dishonest,
Pages 147-149
under my skin. Stealings,
doesn’t it?”
like fires and wrecks, may
“You’re wrong, in a way,
be a part of any day’s work in running a rail about his dishonesty,” answered the G.M. “Dick
road, but if there is a choice of evils I like the really hasn’t got a dishonest hair on his head—
stealings, especially of this type, the least of very few embezzlers, in fact, ever take money
the three.
with the idea of keeping it, but they serve
“I have known Dick Thompson for ten years ‘time’ just the same. It seems that Dick began
—hired him when he graduated from Commer by taking one or two little flyers in stock with
cial High, a clean, bright young fellow of eigh his savings, and unfortunately made a little.
teen. He was energetic and came along better He opened up the expense throttle a bit—
than the average. I promoted him until he was bought a car and joined the Country Club.
earning the tidy salary of sixteen hundred.
“Our budding speculative genius soon found
“I remember how pleased we were when he himself needing more than his two hundred
was married five years ago—fine little woman and fifty a month—in fact, in view of his stock
he got, too, daughter of John Wood, who was a takings, he felt almost a contempt for his work
prosperous merchant at that time. Wood has and his salary. He saw visions of quick and
since failed and is on the rocks, but that’s an easy wealth. He dabbled in several stocks, and

The
General
Man
ager
Talks
on De
falca
tions
by
Homer
S. Pace,
C.P.A.

Flyers
in
Stock

The first epoch begins when a Four
finally took a plunge on a few hun
young man, after deciding upon Epochs
dred shares on a ‘sure thing’ tip of
ace tudent what he wants to do, gets his first
an advance. The market slumped
of
August, 1916
job. During this period, being in
off, his broker called for more mar
Success
gin, and Dick had to put up an extra thousand experienced and unsophisticated, he is constant
or be sold out. At this point, so far as we ly under control and direction. He takes and
know,
he took his first criminal step—he ‘bor executes orders and instructions. The qualities
(Continued)
rowed’ nearly a thousand dollars from the com that he develops and the intelligence that he re
pany’s cash receipts, and for a week or two he veals determine his fitness for promotion.
In the second epoch a man is trusted to work
held this amount out—made good the default of
one day out of the receipts of the succeeding without steady supervision. Confidence is felt in
his business judgment, and in his ability to plan
day—‘lapping’ I think they call it.
“Well, as fortune would have it at that time, methods and produce results. While only a rel
the market rallied and Dick paid off his ‘loan.’ atively small proportion of men pass from the
This tight squeak kept him out of the market first epoch to the second, a far smaller propor
for a while, but the hope of easy money lured tion secure promotion from the second to the
him back, and finally—the whole miserable story third.
The third epoch is the executive epoch. Here
came out in his confession—he was caught short
$4,700—all lost, together with his savings and a man, working wholly on his own initiative
the equity he owned in his house, in stock and following his own judgment, directs and
controls the work of others. The greater his
speculation.
“Same old story, of course—but new, terribly ability, the greater will be his responsibilities,
new and real to each new offender and his fam and the larger will be the number of those who
ily. Gambling, speculation, dissipation, extrava are under his direct or indirect supervision. The
gance—all these things make insistent demands executive class, being the next to the highest
for cash. The safety first rule requires that a class, is the class of highly trained and thor
man shall hold inviolate—distinct and separate oughly tested ability.
The fourth and last epoch is the one in
—every penny of the other fellow’s money in
his possession. I have known Sunday School which a man is able to command the coopera
treasurers to ‘borrow’; I have known executors tion of men more expert in some one line than
to dip into trust funds; I have known petty himself. It is these men, tritely called captains
cashiers to take out a few dollars to tide them of industry, that are able to enlist the services
over week ends; and I also know that a num of bankers, lawyers, technical experts, engineers
ber of these weak but well-meaning citizens are of various kinds, and so on, in order to gain the
now playing leading parts in the meetings of accomplishment of a big object. Men of this
type are in the public eye and on everybody’s
the Golden Rule brotherhood up the river.
“I wish to God,” exclaimed the G.M., turning tongue, and generally they are great forces in
to his Secretary and speaking with such earnest the economic welfare of the country. They are
ness that his voice vibrated with emotion, “that the big men of the day and generation, and
I could make every young man in the country their bigness is due largely to the fact that they
who handles cash understand and take to heart have usually passed through the three prelim
the single, unbreakable rule of safety—you must inary epochs of success.
never, under any circumstances, use for your
own purposes a single cent of another’s money JOSEPH H. BOYLAND, Pace Institute of Ac
without express authority—DON’T DO IT.”
countancy, formerly Director of the Extension
Don’t “By the way,” dryly remarked the G.M. to his Division of the Pace Institute, has resigned his
Do It Secretary as he turned to a pile of reports, “I position with Pace & Pace and has accepted a
notice your expense statement for the Pittsburgh position as senior accountant on the staff of
trip contains an item for incidentals—$14.75. I Lovejoy, Mather & Hough, Public Accountants
don’t like generalities, especially in an expense and Auditors. Mr. Boyland was on the Pace
statement. Please revise it.”
staff for a period in excess of six years, and in
that time he rose to the Directorship of the Ex
CCORDING to John Lee Mahin, President tension Division. He made many friends among
of the Mahin Advertising Company, there his associates on the Pace staff, the Extension
students, and leading accountants throughout the
are four epochs of success in the life of every
business man who keeps on developing himself country. We wish Mr. Boyland unbounded suc
cess.
from youth to the full powers of manhood.
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Darwin P. "A PASSION for justice and
the vision of a poet.” This
Kingsley,
was the succinct but illum
LL.D., inating reply
I received from a per
L.H.D. son who knows Darwin P. Kings
ley, President of the New York
Life Insurance Company, intimately
in both his business and his family
life, in reply to a question as to
Mr. Kingsley’s dominating traits of
mind.
“A passion for justice”—yes, this
characterizes Mr. Kingsley.
He
wants justice for every individual
member of society, even though,
when sternly judged, he is perhaps
unworthy of it, and justice not only
economic and legal, but spiritual, in
order that he may have the chance
to grow and develop in proportion
as the latent powers within him are
capable of nurture and expansion.
In a word, Mr. Kingsley wants to
see every individual serving the
highest useful purpose. And this is
the thing you hear from the thou
sands of men and women who are
engaged in enlarging the scope and
the usefulness of the great Com
pany of which Mr. Kingsley is the
head—“Mr. Kingsley is on the
square.”
Mr. Kingsley wants justice for
Business and the Business Man. He
knows that business men—big busi
ness men and all—are honest and
patriotic, and he voices his knowl
edge, his conviction, in tones that
do not quaver:
“I believe with all my heart that
the business man whose ideals are
not of the highest, whose acts are
not of proved moral value, whose
sense of justice is not equally con
cerned for all mankind as for him
self, must eventually get out of his
business from the sheer ethical
pressure of events.”
“The vision of a poet,” yes, that is
Mr. Kingsley’s, too. Here is an ex
cerpt from an address Mr. Kingsley
delivered twelve years ago at the
Centennial Commemoration of the
University of Vermont, of which he
is one of the most distinguished
alumni:
“Men live again in their children.
The immortality that comes to men
through children is as certain as
anything we know. The birth of a
butterfly symbolizes the beginning
of the life Eternal, but the birth of
a child takes immortality out of the
realm of speculation and dogma.
We do business and we dream, too.
We grapple with practical problems
and philosophize at the same time.
We get a glimpse of Revelation
while struggling with the problems
of Genesis. There is philosophy in
a limited train. There is beauty in
an ocean greyhound. There is a
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perpetual miracle in the long dis
tance telephone.”
And it is the vision of a poet that
pervades the following:
“In Europe a hundred tons of
steel is cast into a great gun; here
it is fashioned into a locomotive.
Does the gun represent spirituality
and does the locomotive represent
only force? Or does the gun typify
privilege and a denial of human
rights, and does the locomotive rep
resent human hope and human com
fort and a distinct victory over nat-

Darwin P. Kingsley, LL.D.,
L.H.D.,
President, New York Life Insurance
Company

ural forces that otherwise shrivel
the spirit? By some perversion of
logic the instrument of destruction
is supposed to be in harmony with
the spirit of art, with love of beau
ty, while the engine of production
is held out to be without appeal to
such sentiments. A billion dollars
spent on a standing army, the ar
gument is, does not interfere with
the spirit of contemplation, but a
billion dollars in an industrial cor
poration is degrading and kills all
spiritual power. Does the picture
of a million men under arms appeal
to the soul more powerfully than
the spectacle of a million men at
work? Is there more poetry in the
construction of a battleship than in
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the construction of a great steel
bridge?”
It is these two qualities, a passion
for justice and a poet’s vision, in
rare conjunction with the practical
power to secure the realization of
his ideals and his visions, that con
stitute reasons enough for Mr.
Kingsley’s extraordinary success.
They explain why, not so many
years ago as human time is meas
ured, he decided to leave his fath
er’s farm in Northern Vermont and
to work his way through the Uni
versity of Vermont—which he did,
needless to comment. They explain
why, shortly after his graduation,
he went West and soon became Au
ditor and Superintendent of Insur
ance of the State of Colorado. They
explain why, rising rapidly through
various intermediate stages of pro
motion, he became at fifty the Pres
ident of a Company which is the
financial steward of over eight hun
dred and fifty million dollars be
longing to more than a million of
persons and their dependents in all
parts of the world.
These qualities explain, too, why
Mr. Kingsley has achieved fame as
an author and as a collector of
Shakespeariana; why he is in great
demand as a speaker before Cham
bers of Commerce in cities like New
York, Chicago, and Detroit, and at
college and university occasions of
importance, and why he has been
honored by the highest institutions
of learning in the land with such
noteworthy degrees as LL.D. and
L.H.D.
There are those who think that
Darwin P. Kingsley is a stern man,
an uncompromising man. He is and
he doesn’t care who knows it—in
his attitude toward inefficiency, to
ward the shirker, the molly-coddle,
the whiner, the mental and moral
weakling who lags back and wails
for somebody else to pull or push
him ahead, and in his detestation of
sham and dissimulation of all kinds.
With the trifling attitude toward
life he has no patience—his very
appearance seems to say, “There
are big things, important things, to
do. Let’s be at them now.”
But if you are privileged really to
know Mr. Kingsley, it doesn’t take
you long to find out that he is a
man with an intensely human side
to his nature, that his hand clasp is
firm and friendly, that his smile is
natural and engaging, that he will
put aside matters of big moment to
do you a service. And if time will
permit him to relax a bit and talk
to you, you will sense in what he
says the background of “a passion
for justice and the vision of a
poet.”
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Biograph
ical
Sketches
of Men of
Affairs

A Littera
teur

Law
Depart
ment
John T.
Kennedy,
LL.M.

Surplus
Capital
Division

preferred stockholders claimed that
DECISIONS holding
the common stockholders re
that repayments of
ace tudent before
ceived any of this sum, they should
contributed surplus
August, 1916
receive payment for the unpaid
are not dividends but
dividends
which
had accrued, but the court said:
distributions of capital, are sup
“
In
the
present
case it must be borne in mind
ported by like reasoning in cases
that
the
$9,138.15
remained in the corporate ac
where an excess secured by re
duction of capital stock is distrib counts after the reduction of the capital stock,
uted. Either of these is a distribution of what as a portion of the former capital, and it was,
might be termed capital contributions. Repay in no sense, like an excess of property which
ment of funds contributed by stockholders to be had been accumulated in the conduct of the
a part of the capital (using the term in the ac business beyond the fixed capital. It did not
counting sense), is naturally subject to the represent ‘surplus profits arising from the busi
ness,’ and it was not within the intendment of
contingency of there being a surplus.
the agreement with respect to dividends on the
For the purpose of protecting creditors, prac preferred stock, and its distribution, when made,
tically every state imposes restrictions upon a could only be legally effected by dividing it
reduction of capital stock. These are similar to among its stockholders without preference.”
those set forth in the New York statute, the
In addition to capital contributions, there may Doans
principal one being that a corporation may not be advances made to a corporation by stock from
reduce the amount of its capital stock to a point holders under circumstances which indicate a Stock
where it would be less than the amount of its mere loan. Such advances constitute an abso holders
“debts and liabilities.” Likewise, there are a lute obligation upon the corporation, the stock
number of cases, the leading one being Strong holder to that extent being a creditor of the
vs. Brooklyn, 93 N. Y. 426, holding that of the corporation. In England, it has been held that
excess secured by reduction only so much as interest upon a payment for a stock subscription
will not impair the remaining capital stock may in advance is an absolute obligation. This is
be distributed. Assume that the assets of a correct upon principle, for it is obvious that the
corporation are $345,000, the liabilities, $145,000, subscriber gave the corporation the use of his
and the capital stock, $300,000, with a conse money pending the due dates of the instalments,
quent deficit of $100,000. It would be illegal for so that a sum agreed upon as a recompense for
this corporation to reduce its capital stock to the advanced payment must be regarded as in
$140,000, because that amount is less than the terest on a loan.
amount of the liabilities. Should the reduction
Difficulty is frequently experienced in decid
be made to $150,000, then the deficit of $100,000 ing whether an advance is a capital contribu
would be wiped out and there would be a sur tion or a loan. From the standpoint of stock
plus of $50,000. This surplus, and no more, holders, it is preferable that it be regarded as
would be available for distribution. That a dis
a loan, but from the corporation’s viewpoint it
tribution then effected would not be a dividend,
is desirable that the obligation be not absolute.
is evident from the language of the court in the Circumstances attending its advance must in
case of Continental Securities Co. vs. Northern
each instance be considered. Thus, in the case
Securities Co., 66 N. J. Equity 274: “The pro
of Busby vs. Mining Co., 27 Utah 231, the cer
posed distribution is not a dividend in the sense tificates acknowledged the receipt of certain
intended by the statute, but a division of the sums as a “mutual loan” from the stockholders
surplus capital rendered useless for the purposes
to be “repaid from the first profits of the com
for which it was originally contributed to cap
pany.” On its face it would seem that repay
ital * * * .”
ment of this obligation was contingent upon the
This distinction between the return of a cap earning of profits. But the court held that the
ital contribution and a dividend has an impor words, “to be repaid from the first profits of
tant bearing in determining the relative rights the company” merely indicated the time of pay
of preferred and common stockholders. In the ment. In accordance with the general rule gov
case of Roberts vs. Roberts-Wick Co., 184 N.Y. erning the construction of contracts, where con
257, losses approximating $90,000 had been in tingencies are mentioned as determining the
curred over several years. During these years time of payment, the court decided that the
holders of cumulative preferred stock had re loans must be paid within a reasonable time.
ceived no dividends. The capital stock was re While the decision does not fully set forth the
duced, and there was an excess distributed. The basis upon which it considered this a loan rath-
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said would be that the directors
Law er than a capital contribution, yet
certain
of
the
circumstances
were
had
made an improvident bargain,
Depart
ace tudent
but
not
an illegal one. The case,
ment cited. It seemed that the advance
August, 1916
was purely voluntary, that only a
however, * * * shows that the
(Continued)
part of the stockholders advanced the money, transaction was not in effect an exchange of
that the word “loan” was used, and that the one stock for another with a cash bonus. If it
borrowing capacity of the corporation from had been that, the stockholders of the United
sources other than the stockholders had been Co. would have been entitled to receive their
exhausted. Since the intent governing the ad stock in the National Co., and to take from
vance was the main point to be considered, time to time the dividends thereon for their own
these circumstances were construed as indicat use. Instead of doing so, they were content
ing an intent merely to loan and not to further with the title to the National stock shorn of the
invest in the company. This case is obviously right to the dividends, for the five years the
on the borderland, and I would not regard it as certificates had to run. * * * If an arrange
being conclusive of the law. Nevertheless, it ment of this kind is legal, the 30th section of
illustrates the considerations upon which courts the corporation act has no vital force, for to
act in making the distinction between a capital evade it, a corporation need only issue certifi
cates of indebtedness covering the dividend
contribution and a mere loan.
Promises by the issuing corporation to pay which the parties may expect during the whole
fixed dividends or fixed interest upon stock cer life of the corporation, and thus capitalize into
tificates merely create an obligation to pay the a present debt the hopes of future earnings.”
From these cases it is apparent that the word The
amount out of profits. Thus, in P. & H. R. R.
Co. vs. King, 17 Ohio State 535, the usual stock ing of the document is not conclusive as to its Test
certificates were issued with an endorsement legal effect. This militates against the certainty
providing for the payment of 6% annual inter of legal rules. Nevertheless, if the form were
est until the completion of the road. The court the only criterion, the door would be open to
held that in the absence of profits there was no injustice and grave abuse. Cases on the bor
obligation upon the part of the railroad to pay derland, such as the Utah case, are relatively
this interest, and that a payment thereof out of rare, so that there is seldom difficulty in ap
capital would subject the directors to the statu plying the principles involved. Accepting the
certificate as only partial evidence of the facts,
tory liability.
the
query should be: “Is the transaction in
This
principle
holds
good
respecting
guaran

Guaran
substance
a loan or a capital contribution, and
teed teed dividends. An ingenious attempt to guar
is
the
effect
merely to evade the statutory pro
Dividends antee indirectly dividends is found in the case
hibition
against
paying dividends out of cap
of Strictland vs. National Salt Co., 79 N. J.
Equity 182. The defendant, the National Salt ital?”
Co., contracted for the purchase of the stock of
Agreements by telephone should always be con
the United Salt Co. at the rate of 1¼ shares of
preferred and 1¼ shares of the common stock firmed, with request for acknowledgment. This both
of the National Co., together with $106.25, for eliminates possible difficulties under the statute of
frauds, and adds certaintyto the terms ofthe agreement.
each share of the United stock. The cash was
to be paid in ten equal, semi-annual instalments.
Substantial changes in the duties of a bonded
Certificates of indebtedness were issued for the bookkeeper may be considered as increasing the risk
amount of $106.25, for each share, which sum of the bonding company!. Assent of the company to
was equal in amount to the dividends on the the proposed change should be procured.
preferred and 10% dividends on the common
stock of the National Co. for the five years the
HE Larkin Company of Buffalo has a
certificates were to run. During these five years
standing rule to refund tuition fees to any
no dividends were to be paid on the National one in its employ who finishes a course of over
stock thus turned over, so that the sum prom time study in subjects helpful in his or her
ised was in lieu of dividends. On page 190, the work. Many other progressive organizations
court said:
are doing substantially the same thing. Encour
“We do not question the right of the National agement of self-improvement is now the rule,
Co. to pay in cash for the United Stock a sum for the greater the number of well-trained minds
of money equal in amount to the dividends for in an enterprise, from president to office boy,
a certain number of years, and if that were all the surer the guarantee of its perpetuity and
that the case revealed, the most that could be development.

P

S

T

141

Unfilled Orders Account. On the
AM having trouble in handling
Question
Balance Sheet I include the Liabil
accrued interest on notes. Willyou
and
Pace Student
ity for Unfilled Orders Account
Answer kindly show me how the following
August, 1916
with other accrued liabilities and
Depart transactions should be journalized?
treat
the
Suspense
Account item as a deduction
On
February
15,
1916,
John
Smith
purchases
ment

I

from Surplus. Our auditor contends that this
is incorrect, and he has shown it in his report
in another manner. Please give me your opin
ion as to how this should be treated.
In a great many cases it would be unneces A
sary and undesirable to make any entry in the
general books recording orders that had been
placed but which had not been filled. A sim
ple method is to make a notation on the Bal
ance Sheet, showing the amount of such orders
as a Contingent Liability, if this information is
considered vitally necessary. If it were advis
able to record such transactions in the general
books, the amount of the debit items should
be deducted from the corresponding liability
items on the Balance Sheet. It would be incor
rect to show the amount as a liability, and at
the same time deduct the equivalent debit from
Surplus, as an acknowledgment of the indebt
edness presupposes that value will be received
to a corresponding amount.

$600 worth of merchandise from me on credit,
and on February 29th he gives me his note pay
able in six months with interest at six per cent.
When closing the books on June 30th, I wish
to show the accrued interest on the above trans
action. On July 31st, 1916, John Smith pays his
note in full including five months’ interest.
A
Assuming that the note was dated February
29th, the Journal entries should be:

February, 1916
15
JOHN SMITH ................................... $600.00
To SALES (or MERCHANDISE)
$600.00
February, 1916
29
BILLS RECEIVABLE ...................
600.00
To JOHN SMITH .........................
600.00
June, 1916
30
INTEREST ACCRUED ..................
12.00
To INTEREST ..............................
12.00
Four months’ interest accrued, 6%,
on $600 note of John Smith.
July, 1916
31
CASH To SUNDRIES ...................
615.00
BILLS RECEIVABLE ................
600.00
INTEREST ACCRUED ..............
12.00•
INTEREST ...............................
3.00
For payment of $600 note, John Smith,
with interest for five months, at 6%

The explanations have been omitted on some
of the Journal entries as they present no diffi
culties to the student. Bills Receivable Account
should always be debited with the face value of
the notes, and should not include interest
charges. When it is desired to accrue the in
terest on notes held, Interest Accrued Account
should be debited with the amount accrued and
this accrual should appear on the asset side of
the Balance Sheet. The amount should be cred
ited to Interest Account, a nominal account rep
resenting the interest earnings for the account
ing period. When payment is received for a
note and interest, the interest portion should
be credited to Interest Accrued if it applies to
interest earned during a former period, and
to Interest Account if it represents inter
est earned during the current period.
Some
times, as in the example given, the interest
credit is divided between the two accounts.
Q

I desire to show the liability of my firm on
account of orders placed with outside creditors,
when preparing a monthly Balance Sheet. At
the end of the month I pass an entry debiting
Suspense Account and crediting Liability for

I use a loose leaf Voucher Record. Owing to Q
the addition of many new departments I find
that the Record has not a sufficient number of
distribution columns. The book is as large as
can be conveniently used, so that it has been
suggested that insert sheets be used to provide
additional columns. Please give me your opin
ion as to the best solution of the difficulty.
Insert sheets can be used in a Voucher Rec A
ord to but a limited extent—in any event only
a few additional columns can be provided in
this way. When the account classifications are
numerous but the number of transactions is not
large, a convenient method is to provide col
umns in the Voucher Record for summary
accounts, the total of each of which is
posted to the Ledger. The summary account
in the Ledger is supported by an analysis sheet
ruled to conform to the necessary sub-classifica
tions. Thus, a column might be provided for
Selling Expense, the total of which would be
posted to a Ledger account opened in that name.
This Account would be supported by an analysis
that might show Salesmen’s Salaries, Salesmen’s
Commissions, Entertainment, Traveling, and
possibly other classifications. These accounts
could be posted direct from a distribution made
on the voucher. In case the transactions are
very numerous, analysis books can be made that
support the Voucher Record, thus doing away
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not appear as such on the Balance
with the necessity for analysis
Sheet, but should be deducted on
sheets in the Ledger. This is the
ace tudent the
liability side from the author
method in common use by rail
August, 1916
ized capital stock and authorized
road companies. By either of these
methods provision can be made for any desired bonds. Aside from this criticism of the form
(Continued) number of classifications.
of the Balance Sheet, a word as to the contents
may be helpful.
Q
I have been asked to find the book value of
Upon the correct valuation of the assets, as
each share of stock from the figures given be well as upon the correct statement of the liabil
low. The plant has been valued at the cost ities, the true book value of the stock, or the
price. No allowance has been made for depre equity of the stockholders, depends. Of course,
ciation on machinery and tools, for the reason we are not in a position to judge whether the
that it would cost at least forty per cent. more assets in the question given are correctly valued.
to purchase them at the present time. An order We do not know, for example, on what basis
amounting to several thousands of dollars has the inventories are valued, or whether they in
been received, on which large profits will be clude any obsolete material. Apparently, no al
made. How shall I find the book value per lowance has been made as a reserve for bad
share from the following Balance Sheet?
debts, although the corporation would be for
tunate indeed if one hundred per cent. of all its
ASSETS
open accounts were realized. Admittedly, no
Accounts Receivable ................... $ 5,625.35
reserve has been made for depreciation on ma
Cash .................................................. 7,824.90
chinery
and tools, contrary to the accepted prac
Treasury Stock (250 shares)...... 25,000.00
tice in conservative accounting. The fact that
Treasury Bonds .............................. 5,000.00
Inventories:
a large order has been received, upon which fu
Raw Materials........... $11,220.58
ture profits may be expected, should not influ
Finished Goods............. 3,295.60
ence the financial statement. Unfilled orders
Fuel .......................... 1,060.00 15,576.18
can be stated, if it seems desired, as a memo
Plant:
randum on the Balance Sheet. In short, the
Machinery & Tools. .$49,612.18
Balance Sheet ought to reflect at its date the
Furniture & Fixtures
560.21
Real Estate .............. 45,310.85 95,483.24 $154,509.67 true financial position of the undertaking.
Question
and
Answer
Depart
ment

P

S

LIABILITIES
Capital Stock (750 shares)............. $75,000.00
First Mortgage Bonds.................. 25,000.00
Bills Payable................................. 5,000.00
Accounts Payable.......................... 14,820.35
Surplus .......................................... 34,689.32 $154,509.67

A

The total book value of the capital stock out
standing in a corporation is the amount by
which the assets exceed the liabilities, or in
other words, the total amount of the par value
of the stock plus the surplus (if any). This
amount represents the equity of the stockhold
ers in the undertaking. In the question sub
mitted, the assets amount to $124,509.67, the
liabilities to $39,820.35. The book value of the
stock outstanding would therefore be $84,689.32,
which, as stated before, is the same figure as
that obtained by adding the par value of the
stock outstanding, $50,000, to the surplus, $34,689.32. Dividing by the number of shares out
standing, 500, would give a book value of
$169.38 per share.
It should be noted that the Treasury Stock
and Treasury Bonds are not assets, and should

In preparing an inventory of merchandise, Q
should only goods which have been received be
included, or should all goods invoiced be includ
ed in the inventory, even if they have not been
received?

As a matter of practice and apart from any A
legal technicalities, goods invoiced but not re
ceived are usually not included in the inventory,
nor is the liability therefor recognized on the
books. Under certain special circumstances, it
might be advisable to include such items separ
ately classified as “Goods in Transit,” for ex
ample, when goods are bought and title is taken
at the originating point.
If I buy material for building a desk and pay Q
for making it, should the total cost be charged
to Furniture & Fixtures, or if not, how should
the two amounts be charged?

The entire cost of the desk should be charged A
to Furniture & Fixtures. It is just as legiti
mate to capitalize the expenditure for labor as
it is to capitalize the cost of the material used
in the desk.
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in securing a controlling grasp of
F W of us collapse
E
or are likely to col
ace tudent related facts, principles, and laws;
enjoyment in the consciousness of
lapse from over
August, 1916
becoming ready for the problems
work. We like to
think we are going to break and the opportunities of to-morrow. Do not
down at any minute because of waste your sympathy on the forward-looking
the pressing strain of our jobs. persons who are spending their overtime hours
Nonsense! We all worry too in study. They, after all, are having a much
much, some of us drink too much, most of us better time than the nine-out-of-ten short-sight
smoke too much, and few of us take physical ed young men and women who are constantly
exercise enough. Somewhere among the above wondering what they’ll do to-night.
you will find the chief reason for that imminent
E hear much of the relative advantages Think!
Reser breakdown you are afraid of. Work, per se, is
of this or that method of training—of
voirs the greatest boon the Creator ever bestowed
this or that course of study. A good deal of
upon his children, and the more of it, the better.
Psychologists—the most noted one being the twaddle is being talked about education. The
late William James—have demonstrated beyond truth, stripped of its explanatory wrappers, can
cavil that the harder a man works, if he uses be stated in a nutshell. It is that any subject
his brain while he is working, the greater his that we study has a distinct educational value
if it makes us think for our
capacity for work, and to
selves, and it has a double
the benefit, not to the in
value if it makes us think
jury, of the brain. It is
THE PACE STUDENT
in the general direction of
as if the brain were made
our chosen vocational ac
up of a layer of reservoirs,
A Magazine of Service
tivities.
Getting information
placed one upon another, to
Interpreting
is not getting an education
the Purpose, Spirit, and Needs
be tapped, one by one, from
of Modern Business
—it takes thinking to do
the topmost to the lowest,
that. Think, then, think,
in proportion to the degree
and keep thinking!
Published Monthly
of intensity with which you
focus and concentrate your
Subscription Price $1.00
thoughts. As for that break
HEN we speak of Educa
down, forget it. Make sure
a Year, Payable in Advance
educating an office ting Topthat your liver is in good
staff,
we
usually mean be Notchers
PACE & PACE, Publishers
order, and that life is a
ginning with the office
thing to smile at. Then
30 Church Street
boys, working up a few
tap a mental reservoir, and
grades, and then stopping,
New York
see how quickly your mind
leaving out the really im
responds to your directed
Copyright, 1916, by Pace & Pace
portant men and women of
will, and how well you feel.
the organization.
Why?
Nobody knows; it’s our way
Enjoy IT is foolish to believe that enjoyment is to of doing it, that’s all. So far as producing the
be had only from what in itself is useless greatest benefit to the organization is concerned,
ment of
Study and frivolous. Real enjoyment is parented by we should begin at the other end; for, if we in
useful work, self-sacrifice, service to others, and crease the productivity of a $10,000 man five
the consciousness of growth in power and ca per cent. and of a $5,000 man ten per cent., we
pacity. Hence a course of study, even though surely produce more for the organization—in
pursuance of it involves a careful conservation finitely more—than if we increase the office
of time, energy, and money resources, may be boy’s efficiency one thousand per cent. and that
come, should become, and usually does become of the stenographic force and the routine clerks
a source of satisfaction and of abiding pleasure one hundred per cent. We should not forget
to the one who gives to it the attention and these ground-floor divisions of the office force—
the industry that it requires. There is enjoy of course not. We should develop and train
ment in working out a complicated problem; them for larger and heavier responsibilities.
enjoyment in learning the reasons for things But, above all, we should not forget the topand the causes of things; enjoyment in develop notchers, for they are the persons that make
ing the power of analysis and synthesis; enjoy the profit and loss account satisfactory or un
ment in applying theory to practice; enjoyment satisfactory reading to the board of directors.
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This is better psychology than the
The
HE up-to-the-minute business
Broken
old method, and better business,
man
has
turned
part-educator,
Wall and the up-to-the-minute educator
too, for there is such a thing as
August, 1916
stimulating the will so much that
has turned part-business man. They
sit at banquets together and are learning from it reacts and takes a hostile, or at least a nega
each other. Each has broken out of his cloist tive, attitude toward the thing desired.
ered shell of self-complacency and intolerant
criticism and is looking to the other for un
HERE is a big difference between a special Market
derstanding and cooperation. No longer is the
value and a market value. A man, owing Value
wall between the schoolhouse and the business
to his knowledge of the ins and outs of a par
office an unscalable rampart. In many places ticular enterprise, may be worth $10,000 or more
the barrier has already been broken through, to that enterprise, but not more than $25 or $30
and it is only a question of time before the a week in the open market, if by a twist of fate,
erosion that comes from cooperative thinking he finds himself offering his services for sale.
will crumble it to dust throughout its entire The moral is clear. Develop your specialized
length, and there will be no place where educa knowledge, yes; make it flower and fructify as
tion leaves off and business activities begin. productively as possible, but now and then turn
This coalition of viewpoints and this pooling of a listening ear to the trend of Business require
abilities are good for the business man and ments in order that, if the need arises, you may
the educator, good for the growing youth of the be something besides a tiny chip in the swirling
land, and good for the community and the current of things.
nation.
OME men and women are brakes on the Release
GOOD many persons try to run two en
Riding
executive machinery. You find them some the Brake
Two
terprises at the same time. Experience
times in high places, often in the midway places,
Horses
shows that for the average person this is a mis
 usually in the lower places. In the high
but
take, for either the one or the other—frequently places, it may be obstinacy or lack of vision
both—must suffer from lack of attention and that slows down the machinery; in the midway
proper supervision. If you are a practicing places it is often lack of tact, surliness, narrow
accountant, stick to your accounting work— ness of view, or misunderstanding of instruc
don’t think you can run a farm as a side issue. If tions; in the low places it is likely to be care
you are a teacher, stick to your teaching—don’t lessness, laziness, inaccuracy, stupidity, disloy
think you can make money in buying and sell alty, and the like. Whoever acts as a brake,
ing real estate while you are teaching. If you the result is the same—a slowing down of the
are a lawyer, stick to your briefs—don’t think machinery. Be a useful cog in the machinery,
you can beat the stock market as a diversion. If but don’t be a brake on it.
you are a banker, stick to your banking— don’t
think you can in addition operate a manu
ORE commercial teachers — good ones, Teachers
facturing concern and make it pay. Of course,
teachers that know Business—are needed. Wanted
there are exceptions, but exceptions only prove
Business schools and colleges are calling for
the rule, which is that increased income is them; so are commercial high schools; so are
usually the result of increased productivity in the Business Administration Departments of
one major vocation. Have an avocation if you the great universities. Though called, they do
like, or ride a hobby, but always as an incident not respond, for there are too few of them, ap
to your main job, and without any thought of parently, to go round. The salaries, as teach
a profit return.
ing salaries go, are far better than the average;
the work, in most cases, is congenial; and the
NEW note is apparent in many modern chances for advancement are good, for interest
A. New
sales letters—the note of suggestiveness, of in commercial education is widespread and will
Note
connotation. Not very long ago, the accepted
scarcely grow less. Casually speaking, it looks
ending of all kinds of sales letters was a direct as though the field of commercial teaching were
importunity to make a purchase. Nowadays the a vocational opportunity that has been unac
successful writer of sales letters creates the de countably overlooked.
sire to buy by means of description and explana
tion, but refrains from making a direct appeal
There is a limit to bodily development, but no limit
for a sale, preferring to have the buying impulse to mental development; only the mind owner himself
come naturally from the prospective customer. sets the limit.
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Expe
rience

Three
Position
Plan

ANTED: An experienced
bookkeeper; no considera
tion given beginners.
The above is the boiled-down text
of the majority of advertisements
and requests for bookkeepers. Stress
is invariably laid on “experience.”
If an applicant who has had good
general business experience, has
studied bookkeeping in its practical
and theoretical state, and under
stands thoroughly its fundamentals
and construction, but has no actual
experience, should answer the above
request, he would be “turned down
flat.”
What is experience? Experience
is knowledge gained by trial and
practise.
What is knowledge? Knowledge
is a clear perception of a truth or
fact; information.
In this age of strife and bustle,
one has no time to gain minor
knowledge by experience. He takes
the short cut and utilizes the many
advantages offered by our schools.
When an employer advertises for
an experienced bookkeeper, he re
ally means a competent bookkeeper.
There is any number of experienced
bookkeepers, but of that number
there is a large percentage incom
petent.
What is competency? Competency
is ability. In a business sense, the
ability to discharge your duties to
the satisfaction of your superior.
Competency is a trait, not experi
ence.
A competent man who has been
broadened by good business experi
ence is capable, beyond doubt, of
applying that experience to any
branch of business whether it be in
the accounting, shipping or selling
end of the business. The essential
is knowledge.
One relying on experience can go
but to the end of that experience
and is there stopped by the lack of
knowledge. Hence the desirability
of a college graduate over a high
school graduate. To be consistent,
knowledge can take you further
than experience, hence the desira
bility of knowledge over experience.
To quote Messrs. Pace & Pace:—
“Knowledge commends itself to the
thoughtful, whatever their educa
tion, their age, their purpose, or
their experience.”
—Contributed by E. C. Lux, Brook
lyn Institute of Accountancy.
HE Three Position Plan of
Promotion is suggested by
Mr. Frank B. Gilbreth, Mem.
A.S.M.E., as providing an adequate,
systematized plan of advancement
for employees. This method, Mr.
Gilbreth claims, is effective in hold
ing and helping employees after

W
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they have been selected, because it
considers not only the welfare of
the organization, but also the wel
fare of each individual connected
with the organization.
Briefly, the plan considers each
man as occupying three positions;
first, the position last occupied in
the organization, in which relation
the man is the instructor of his suc
cessor; second, the position occu
pied at the present time, where he
is in charge of the work and is also
the teacher of the man who is to
succeed him; and third, the next
position the man will occupy, in
the duties of which he is constantly
instructed by the man above. Mr.
Gilbreth explains that the coordina
tion necessary to the success of the
Three Position Plan, is provided for
through a master promotion chart,
which is operated by the man in
charge of promotion, who arranges
and assigns all positions in the or
ganization.
“The ultimate success of this
plan,” says Mr. Gilbreth, “depends
upon the principles that underly it,
giving every man a square deal, a
maximum chance for cooperation,
advancement, and prosperity; in oth
er words, the opportunity for simul
taneous individual and social devel
opment.”
HE furtherance of education
for Business careers is the
theme of a recent report by
the Committee on Education of the
Cleveland Chamber of Commerce.
The following extract from the re
port will be of interest to our read
ers:
“We would not, however, create
by this report the impression that
the universities and colleges are the
only agencies which are seeking to
fill the recognized need of the busi
ness world for men trained not sim
ply by experience but by study as
well. The past few years have seen
the establishment of several schools
of recognized merit especially de
signed for those who are already in
Business and wish to study to be
come more scientifically trained in
its principles or for those who can
not go to college, or for those who
do not receive in their college course
the proper training for business.
These schools, some of which con
duct their courses through personal
instruction, branches being estab
lished in different cities, and others
of which use the correspondence
method, have had a most surprising
growth, their enrollment running
146

into the thousands and tens of thou
sands and their students being drawn
from all parts of the country. That
these schools are doing excellent
work is evidenced not only by the
character of the business men whom
they are able to secure for their ad
visory boards and as lecturers but
even more by the fact that many
of the leading corporations of the
country are not only urging their
employees to enroll as students but
are frequently paying all or part of
the tuition fees.”
HE greatest business prob
lem of today is the human
problem of labor and the
wise handling of men.” This strik
ing sentence forms part of an ad
dress delivered by President Ernest
Fox Nichols of Dartmouth College
before the U. S. Chamber of Com
merce.
Dr. Nichols, in calling attention to
the enormously increased scale of
business operations of recent years
and the growth of system and ma
terial efficiency which have brought
economy of production, asserts that
the one vital point at which there
has not been increased efficiency is
the handling of labor.
“The question of labor turn-over,
or the ratio of the average number
of employees in an industry to the
actual number hired during a given
period, is of profound significance
to the man who is capable of an
alyzing the matter,” says Dr. Nich
ols. There may be many causes
contributing to a large labor turn
over, according to Dr. Nichols, for
instance, seasonal fluctuations, wrong
selection of employees, wrong meth
ods of handling employees, lack of
esprit de corps, etc.
In Dr. Nichols’ judgment, there
should be a new profession, com
posed of men who are qualified to
handle the problems that are in
volved in the labor turn-over, and
to whom should be entrusted the
function of employment. Not only
would the individual industries be
directly benefited, Dr. Nichols claims,
but society would be saved from
the evil results which come from
unemployment.

N these days of large profes
sional fees, it is pleasing—from
the accountants’ viewpoint at
least—to learn that the fee paid to
a firm of well-known accountants,
for an audit of a number of asso
ciated institutions in and around
New York, amounted to $83,186.95.
The fact has been made public in
the recent controversy between the
Mayor of New York and the insti
tutions that have been partially sup
ported by municipal contributions.
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Busi
ness
Schools

Labor
TurnOver

Cheer

Up!

Trade
Accept
ances

HE trade acceptance, em
"T
ployed properly and consid
erately, will give every mer
chant or manufacturer a bigger and
better place in the business world.”
The foregoing significant statement
is to be found in an interesting
pamphlet on “Acceptances,” issued
by the American Exchange National
Bank.
The definition of a trade accept
ance, as given by the Federal Re
serve Board, is “a bill of exchange
.... drawn to order, having a defi
nite maturity and payable in dollars
in the United States, the obligation
to pay which has been accepted by
an acknowledgment, written or
stamped, and signed, across the face
of the instrument, by the company,
firm, corporation or person upon
whom it is drawn; such agreement
to be to the effect that the acceptor
will pay at maturity, according to its
tenor, such draft or bill without qual
ifying conditions.”
It is asserted that a merchant’s
credit facilities are increased by the
use of acceptances, and that, because
of the check afforded by them to
the banker on both buyer and seller,
trade aceptances are an aid to sound
banking. That the trade acceptance
benefits the buyer and the seller
alike, through the establishment of
greater mutual confidence and the
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improvement of credit facilities, is
the doctrine set forth in the pamph
let mentioned. The conclusion is
reached that trade acceptances
should come into common use in the
United States, and thus aid the busi
ness world in reaping the full bene
fits of the Federal Reserve System.
A. ARMITAGE, The Accountancy
Institute of Los Angeles, has a re
sponsible position as Accountant to
Hambright & Walsh, wholesale
jewelers, of Los Angeles.
E. GRAY SPARGO, Pace Institute
of Accountancy, Extension Division,
has just been appointed to the po
sition of Assistant Auditor for The
Kansas Flour Mills Company, Wich
ita, Kansas.
O. W. MUELLER, Buffalo School
of Accountancy, 1915, a member of
the Pioneer Class in Buffalo, has
been for some years the Assistant
Treasurer of the DeLaney Forge &
Iron Company of that city. This
concern has just become a subsi
diary of the Bethlehem Steel Cor
poration, and Mr. Mueller has been
retained by the company in charge
of its office.

CHARLES G. COOK, who was
formerly engaged in Accountancy
practice in Philadelphia, and who
recently held the position of Chief
Accountant of the General Acci
dent, Fire & Life Assurance Corpo
ration, has accepted, through the
Pace Agency for Placements, Inc.,
a position on the staff of Lovejoy,
Mather & Hough.

CHARLES A. LUTZ, formerly
Comptroller of the Louisville &
Nashville Railroad, and more re
cently Comptroller of the United
States Express Company, has ac
cepted, through the Pace Agency
for Placements, Inc., the position of
Assistant Treasurer of the Winches
ter Repeating Arms Company, New
Haven.
THE ACCOUNTANCY CLASS OF
DRAKE BUSINESS COLLEGE,
Bayonne, N. J., celebrated the close
of its year’s work on June 20th
with a luncheon at the Club in
Bayonne.

HENRY E. MENDES, C.P.A., (N.
Y.), St. Louis, Mo., manager for
Touche, Niven & Company, Certi
fied Public Accountants, is in New
York City, convalescing from a se
vere attack of typhoid fever. Mr.
Mendes will not resume his duties
until early Fall.

Fall Openings of Schools Giving Pace Courses
THE following is the schedule of the opening dates of several of the Accountancy Schools
giving Pace Courses for the fall of 1916.
Pace Institute of Accountancy, Boston, Mass.—Tuesday, Sept. 12
Buffalo School of Accountancy, Buffalo, N. Y.—Thursday, Sept. 14
Pace Institute of Accountancy, Hudson Terminal, N. Y.—Thursday, Sept. 14
Cleveland School of Accountancy, Cleveland, Ohio—Friday, Sept. 15
New York Institute of Accountancy, 23d St. Y.M.C.A., N. Y.—Friday, Sept. 15
Newark School of Accountancy, Newark, N. J.—Monday, Sept. 18
Detroit Technical Institute, Detroit, Mich.—Monday, Sept. 18
Accountancy Institute of Brooklyn, Central Y.M.C.A., B’klyn—Tues., Sept. 19
Baltimore Institute of Accountancy, Baltimore, Md.—Thursday, Sept. 21
Washington School of Accountancy, Washington, D. C.—Friday, Sept. 22
Chicago School of Accountancy, Chicago, Ill.—Wednesday, Sept. 27
St. Louis School of Accountancy, St. Louis, Mo.—Friday, Sept. 29
The meeting hour for each opening session is 7:45. There will be thoughtful addresses on va
rious practical aspects of Accountancy and Business Administration. In every case the speaker will
be either Homer S. Pace, C.P.A., or Charles A. Pace, of the New York Bar. All who are interested
in Business as a profession and in the educational preparation for that profession, are invited to at
tend, without any obligation whatever to enroll.

PACE

PACE

Pace Standardized Courses in Accountancy, Business Administration, and English, in Residence and by Extension

30 Church Street

New York
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Epigram
matic
Style

Herbert
Kaufman

I the July issue of The Pace
N
Student, I had something to say
about the desirability of sim
plicity of style in spoken and writ
ten English. I wish to carry this
matter a step further. Nowadays,
owing no doubt to the thousands of
things that engross the attention of
a person engaged in Business, a pe
culiar kind of style has come into
vogue. I might almost call it the
trip-hammer style. Its purpose is
not merely to coax attention; it is
to compel attention. We find this
style in advertisements, in sales let
ters, in inspirational articles, and in
certain kinds of editorials. It is
usually reinforced by bold-point
type.
This trip-hammer style is always
a simple style; it discards long
words and flowing phrases, and
seizes upon every-day words and
homely idioms, with now and then
a tincture of the better class of
slang. But it is more than a simple
style; it is an epigrammatic, an
aphoristic style, in that many of its
sentences are packed full of thought,
which, though condensed, is imme
diately clear in statement or by in
ference. Many of the sentences of
this kind, especially when used with
a descriptive or a narrative back
ground, have a wide application and
often stick in the mind as choice
bon mots when applied to Business
or life in general. Such a style de
pends for its effect largely upon the
sentence form; it is seldom para
graphed in the rhetorical sense of
paragraphing.
Some of the best-known writers
of the present day who make con
siderable use of this trip-hammer
style are Arthur Brisbane, Herbert
Kaufman, Frank Crane, and, until
his untimely death, the late Elbert
Hubbard. In the hands of these
men the epigrammatic style be
comes a vehicle for the compelling
expression of vigorous thoughts. It
is a dangerous style, however, for
the neophyte or the tyro to try to
master, unless in culture, experi
ence, and human sympathy he is so
well equipped that he can say old
truths or new truths in a new way
and with the voice of authority. We
know well enough that blatant yell
ing is not oratory; neither does a
platitude set up in shrieking type
constitute the epigrammatic style.
Out of both forms of expression a
worth-while thought must bulge.
Note the following examples of
the epigrammatic style:
“Nature is old-fashioned and leis
urely. Some of her ways won’t do
for our days. We haven’t time for
the replenishment of her diminish
ing stocks; so it’s up to us to devise
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our own stills, retorts, and fertiliz
ers—to make our own mixtures and
arrangements of raw materials and
manufacture substitutes.
“Nature never intended to furnish
more than a few samples and ex
pects us to puzzle out the formulas.
“Every essential element for the
duplication of any disappearing re
source is at hand. Imagination
knows where to find them.
“When we are hungry, we experi
ment. Appetite has no curiosity in
the midst of profusion. We learned
about most of our foodstuffs by
running short of older ones.
“The difficulty of preserving but
ter on campaign inspired Napoleon
to look for a hardy, wholesome imi
tation—that’s how we got oleomar
garine.
“Rittman wouldn’t have hunted
for his gasoline alternative, if de
mand had not become a glutton.
“We didn’t search China for
wood oil and consider naphtha, in
paint and varnish making, while
turpentine was still cheap.
“Folks grow long-headed when
they become short-handed.”—Her
bert Kaufman.
“Make good! don’t explain! Do
the thing you are expected to do!
Don’t waste time in giving reasons
why you didn’t, or couldn’t, or
wouldn’t, or shouldn’t!
“If I hire you to cook for me, I
expect my chops and baked pota
toes on time, done to a turn and
appetizing; I am not interested in
the butcher’s mistake, nor in the
stove’s defect, nor in the misery in
your left arm. I want food, not
explanations.
“If I hire you to take care of
my automobile, or factory, or shirt
waist counter, I do not want to
hear why things are half done; I
want results.
“So also if you come to me and
hire me to do a job of writing (cor
respondence solicited—lowest rates
and quick service) by the fifteenth
of the month, you do not want me
to show up on that day with a
moving story describing how I
couldn’t do what I was paid for.
You want the writing, and you
want it first class, all wool and a
yard wide.
“This is cold, cruel, heartless talk.
It is to all second-raters and shirk
ers. But to real men it is a joy
and gladness. They rejoice to make
good themselves, they expect oth
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ers to make good, and they like to
hear preached the gospel of mak
ing good.
“Mr. West, the Rochester librar
ian, in his report some time ago,
spoke of the Parable of the Tal
ents, in which we are told of the
three servants who had received
talents, five, two, and one, respect
ively. On the master’s return they
all rendered account of their stew
ardship. The first two had doubled
their capital. Each of them said so
in fourteen words, and their work
was pronounced, ‘Well done, thou
good and faithful servant.’ Servant
number three had accomplished ab
solutely nothing, but he made a full
report in forty-two words, three
times as long as the other reports.”
“There you have it. The less you
do, the more you explain.
“Efficiency!
“Learn that word by heart. Get
to saying it in your sleep.
“Of all the joys on this terrestri
al sphere there is none quite so
soul-satisfying and one hundred
percentish as making good.
“Do your work a little better than
anybody else could do it. That is
the margin of success.
“Make good needs no footnotes.
“Failure
requires
forty - two
words.”—Dr. Frank Crane.
“Fear kills. It more than kills—
it leaves the ghost of a man here
to get in the way of others and
frighten them.
“This statement weighs two tons.
“Fear has killed men, tormented
millions, burned alive countless
numbers. Fear deadens your will,
squanders all possible success, and
cramps you into a coffin here on
earth—makes a mummy out of a
man. Fear upsets your reason,
breaks the contact in business.
“Years ago man failed to under
stand many things. Years ago man
saw in the wind, the wave, the
thunder, an enemy. Literature taught
men to fear, and religions hinged
the hope to Heaven on fear.
“Fear can wreck a business or
ruin a name. It is the thief that
lurks in a man’s conscience. It is
the most destructive contagion, and
more prevalent than most of us
think.
“What have you to fear?. You
can do what millions of other men
have done, and perhaps more; but
you will never do this until you
throw fear overboard. You’re a
much bigger man than you think
you are, and for the proof of this
statement start out now, forget
your fear instincts, and work for all
you’re worth. You will win.
“And if you should lose, you will

Dr. Frank
Crane

F. D.
Van
Amburgh

have the satisfaction of being a
man, and everybody else in the
whole community will recognize this
fact, and help you to help your
self.”—F. D. VanAmburgh.
(Continued)
The foregoing illustrations serve
to make the point clear—that, when
ever you wish to drive home a
thought which, in your opinion, is
important to many classes of per
sons, one of the tools of expression
that you can use to advantage is
the trip-hammer, epigrammatic style
—the style that, if need be, brushes
aside smoothness of expression in
favor of the homely idiom and the
eye-catching phrase.

English
Depart
ment

T. LYMAN TILDEN, Law In
structor in the Buffalo School of
Accountancy, has been appointed
special Deputy Attorney-General in
Buffalo by Attorney-General Wood
bury. Mr. Tilden, who is a Co
lumbia man, took a prominent part
in the April primaries, and was
elected Committeeman from the
Fifth District of the Twenty-third
Ward.

THOMAS PITKETHLY, Cleve
land School of Accountancy, has
left his position with The White
Company, and has accepted the ap
pointment of Auditor for the Lin
der Company, one of the largest
dry goods and department stores
in Cleveland.
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ERIC F. STONE, Pace Institute
of Accountancy, Extension Division,
formerly employed in the Account
ing Department of The American
Brakeshoe & Foundry Company,
has accepted a position with Marden, Orth & Hastings.

ALBERT H. FRANCIS, Pace In
stitute of Accountancy, who for
several years has held the post of
Assistant Treasurer of C. D. Bruck
lieb, Inc., has become a member of
the staff of Lovejoy, Mather &
Hough.
FREDERIC WORFOLK, C.P.A.,
(N.Y.), New York Institute of Ac
countancy, 1914, who has been en
gaged in Accountancy practice in
Pittsburgh on the staff of the Audit
Company of Pittsburgh, has re
turned to New York to associate
himself with the firm of Touche,
Niven & Company.

CHARLES S. FIGUEROA, Pace
Institute of Accountancy, formerly
employed in the Accounting De
partment of the Vessel Agency, Inc.,
has taken a position on the staff
of F. D. Leidesdorf & Company.

H. E. DOWNING, Los Angeles
Institute of Accountancy, 1915, is
the Chief Accountant for the TimesMirror Corporation.
RALPH H. TUCKER, who was
formerly General Bookkeeper for
Hickson & Company, Inc., New
York City, has secured, through the
Pace Agency for Placements, Inc.,
a position in the Accounting De
partment of the International Time
Recording Company, Endicott, N.Y.
WILLIAM CROZIER, formerly
Senior Accountant on the staff of
Whittlesey & Myer, has just re
turned from the British West In
dies, where he was engaged in ac
counting work for the Fox Film
Corporation. He will resume his
duties as Traveling Auditor for that
corporation in the United States.
His duties were in connection with
the greatest motion picture produc
tion that has ever been attempted,
the cost of which when completed
will be $1,000,000.

ALEXANDER B. MURRAY, who
was formerly in the Accounting
Department of Bertron Griscom &
Company, Bankers, has secured,
through the Pace Agency for Place
ments, Inc., a position in the Ac
counting Department of Carl H.
Pforzheimer & Company.
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Per
sonal
Notes

HE writer is at a loss as to
Question
just what items should be in
and
cluded under the classification
Answer
“Capital Expense” in making up
Depart Profit
& Loss statements. In a gen
ment eral way, of course this classification

T

should include all items which reflect
(Continued) expenditures necessary to secure or
preserve the working capital. In
some cases, however, I have noticed
that Insurance, Taxes, and Loss
from Bad Debts are included. Is
this correct?
Since Insurance expenditure is in
A
curred for the purpose of safeguard
ing capital, it may properly be treat
ed as a Capital Expense. Expendi
tures for Taxes are imposed by the
Government on account of the in
vestment of capital, and therefore
may also be classed under Capital
Expense. Reserve for Bad Debts is
included under the same division be
cause it represents a loss that is ex
pected to occur in the realization of
assets. It might be argued that the
estimated shrinkage in the value of
accounts receivable should be de
ducted from the amount of sales, or
else classified as a Selling Expense.
To deduct losses of this kind which
might, in some cases, be due to
financial stringencies, and for which
the selling department is in no way
responsible, would seriously impair
the statistical value that should be
found in the record of sales. Inas
much as the reserve is an estimated
amount, care is usually taken to in
sure a liberal provision against
losses, and the subsequent adjust
ments necessitated in correcting the
estimate would introduce a fluctuat
ing element. It is best, therefore,
to handle elements of this kind in a
special classification, where no sta
tistical value will be impaired. You
should bear in mind, however, that
there is no hard and fast rule and
that the practice of good accountants
varies.
In a discussion with several of
my friends regarding the treatment
of Discount and Reserve for Bad
Debts, they contend that these items
should be charged directly to Profit
& Loss and not to Trading. My
contention is that the gross profit
as shown in the Trading Account
will be more nearly correct if Dis
count and Reserve for Bad Debts
are charged against sales in the
Trading Account. Discount, particu
larly, it seems to me, is a reduction
of Sales. Will you please set us
aright?
A Your question does not indicate
whether you and your friends have
in mind cash discounts or trade dis
counts, although from the position

Q
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taken by your friends we presume
you refer to cash discounts.
Trade discounts are ordinarily not
taken into the accounts, but rather
are deducted from the face of the
bill and the proceeds brought in, as
the trade discounts form no part of
the real price. In the event that
trade discounts are brought into the
accounts, they should be carried into
the Trading Account as a deduction
from Purchases or Sales for the rea
son given. The trade discounts usu
ally depend upon the amount of
business transacted with a particular
customer.
Cash discounts, however, are not
apt to vary on account of trading
conditions. The allowance of dis
counts and the receiving of dis
counts, theoretically, flow respect
ively from a small or insufficient
amount of capital or an abundance
of capital. The inclusion of cash
discounts in the Trading Account
would distort the statistical value of
the account, and in view of all this

we recommend the closing of cash
discounts into Profit & Loss.
In regard to the treatment of Re
serve for Bad Debts: The Reserve
for Bad Debts should be included in
the Profit & Loss Account proper,
inasmuch as it is a loss that is ex
pected in the realization of assets.
It might seem, in view of the fact
that the accounts receivable are es
timated to produce an amount less
than their face, that the shrink
should be deducted from the amount
of sales. To deduct losses in reali
zation which might in some cases
be due to financial stringencies,
would seriously impair the statistical
value that is secured in the record
of sales. It is, in the first place, an
estimated amount, and on account
of this, care should be taken to in
sure a liberal provision. This would
necessitate adjustments to correct
the estimates, and would bring into
the matter a fluctuating element
that is best handled in the Profit &
Loss Account.
True courage in business expan
sion has no more in common with
blind recklessness, than with the
ultra conservativeness that amounts
to cowardice.
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CORRELATION: The essential princi
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the dependent principles and illustrations
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principles. The courses of study are
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certainly look frazzled
Tom "You
this morning. What’s the
Neglects
matter with your Gillette?
his Gone on a strike?” Walter was tak
ing Tom to task for his unkempt
Appear appearance.
ance “The razor’s all right,” replied

Tom. “I took an extra forty winks
this morning, and then had to beat
it for the subway without dolling
up. What’s the dif anyway? A
bookkeeper isn’t paid to be a dude.”
“That’s true enough,” rejoined
Walter, “and he isn’t expected to
be a dude, but it’s pretty good busi
ness for him to look neat just the
same.”
“I suppose you mean I’m a slop
py weather artist,” said Tom with
a show of irritation.
“That’s just what I do mean,”
said Walter, bluntly. “You’re care
less about your appearance. Look
at your nails—why don’t you mani
cure them once in a while? Look
at your shoes—polished some time
last week, I guess. What have you
been doing to your trousers?
They’ve got creases everywhere ex
cept in the proper place. Your
coat has lots of spots on it that a
little sponging would take off.
You’ve got on the same collar you
wore yesterday, and you haven’t
shaved. So far as appearance goes,
you belong out on a park bench,
not here.”
’’Well, I’ll be blowed! You’ve
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certainly got your nerve with you
to talk to me like that. What busi
ness is it of yours anyway?” ex
ploded Tom, angered and humili
ated.
“Forget it,” answered Walter,
calmly. “Come down off your high
horse. You know I’m talking to
you as your friend, not to anybody
else about you. Personal appear
ance amounts to a lot, and you
know it. And it doesn’t cost any
thing except a little time in the
morning.”
“Doesn’t cost anything? How do
you make that out?” queried Tom,
now inclined to argue.
“Because it doesn’t,” replied Wal
ter, tenaciously holding his ground.
“You can shine your own shoes.
You can press your trousers under
your mattress. You can brush and
sponge your coat. You can shave
yourself. There are only two things
you need fresh every day—a hand
kerchief and a collar.
Having
them laundered won’t cost you any
more than a couple of packages
of cigarettes, and it’s a blamed sight
wiser investment, believe me.”
“Come to think of it, you al
ways look as if you had stepped
out of a bandbox,” said Tom, tak

ing Walter in from head to toe. “I
don’t suppose it does cost anything
to put up a good front except a
little elbow grease. All right, Wal
ter, take a squint at me tomorrow,
and see if you notice any difference
in my get-up.”
Neatness of personal appearance
is an important factor in achiev
ing success in Business. Walter
knows it, and others of his sensible
kind know it. It is not a matter
of bluff or a matter of deception;
it is simply a matter of common
sense, of putting our best foot for
ward in our contacts with others.
We all base our final judgments of
a person partly on first impres
sions, and one of the cheapest, yet
most effective, ways for us to cre
ate a good first impression is to
pay attention to our personal ap
pearance as a matter of habit.

THE PACE ACCOUNTANCY AS
SOCIATION OF BALTIMORE,
which was recently organized, gave
its first annual banquet on June 7th
at the Rennert Hotel. The menu
that was provided was an excellent
one, and the speeches, instead of
being of the long, dry variety, were
short and snappy. J. Wallace Bry
an, Esq., A.B., LL.B., Ph.D., func
tioned as Toastmaster. Dancing
was a unique feature of the ban
quet. The Association is to be con
gratulated on the thorough success
of its first banquet.
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